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Alberta  Economic  Development  Authority 
(AEDA)  encourages  the  economic  growth  and 
long-term  prosperity  of  the  province  through 
a unique  partnership  between  the  Alberta 
government  and  the  province’s  private  and 
public  sectors. 

The  Authority’s  network  of  business,  academic 
and  municipal  leaders  provides  strategic  advice 
and  recommendations  to  the  Premier  and 
Cabinet  on  key  business  issues. 

AEDA  ensures  that  industry’s  voice  is  heard 
when  public  policy  is  developed.  In  addition, 
the  provincial  government  consults  with  AEDA 
for  feedback  on  strategies  or  policies  under 
consideration. 

Our  board  members  include  up  to  60  private 
sector  volunteers  from  across  Alberta.  Each 
member  of  the  board  participates  on  one 
of  AEDA’s  six  standing  committees,  which 
identify  the  challenges  facing  Alberta  and  the 
range  of  potential  responses  that  need  to  be 
addressed. 

AEDA  standing  committees: 

• Business  Competitiveness  and  Diversification 

• Energy  Resource 

• Human  Resources 

• Rural  and  Regional  Development 

• Sustainable  Development 

• Transportation 


Our  Vision 

S''**  * 


■ 


A strong  and  influential  voice,  working  in 
partnership  with  government,  encouraging 
economic  growth  and  long-term  prosperity 
for  Alberta. 


Our  Mission 

To  focus  on  strategy  and.  policy  advice 
to  the  Premier  and  Cabinet  that  works 
towards  establishing  Alberta  as  a global 
leader  with  a strong,  sustainable  and 
diversified  economy. 


Our  Values 

• Respect 

• Integrity 

• Excellence 

• Accountability 
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Message  from  the 
Outgoing  Chair 


A Strategic  Voice  in  Turbulent  Times 


What  a difference  a year  makes. 

An  unprecedented  recession  has  hit  the  world 
economy  since  last  year’s  activity  report.  A 
wave  of  defaults  in  the  U.S.  sub-prime  mortgage 
market  led  to  a reduction  of  liquidity  in  global 
credit  markets  that  have  developed  into  a 
worldwide  economic  crisis.  Financial  markets 
are  down.  Unemployment  is  up.  Governments 
have  introduced  financial  stimulus  packages. 


or  deferral  of  several  massive  oilsands  projects 
and  the  associated  upgraders  that  process 
bitumen  into  value-added  products. 

Plummeting  commodity  prices  also  forced 
conventional  energy  companies  to  slash  their 
capital  spending  plans  for  2009,  with  the  cuts 
to  oil  and  gas  drilling  set  to  add  up  to  tens  of 
billions  of  dollars  in  reduced  investment  for 
Alberta. 


While  Alberta’s  economy  is  stronger  than  most, 
it  is  not  immune  to  the  turmoil  that  has  beset 
countries  around  the  world.  Our  petroleum 
sector  has  been  particularly  hard-hit  by 
falling  oil  and  gas  demand,  along  with  lower 
commodity  prices.  To  compare  the  trend  of 
energy  prices  to  a rollercoaster  ride  has  never 
been  more  apt.  At  mid-year,  oil  prices  surged 
to  an  all-time  high  of  $147.27  (US).  A run-up 
in  natural  gas  prices  in  the  first  half  of  the  year, 
to  a peak  of  $10.61  in  June  at  the  main  Alberta 
trading  hub,  helped  to  boost  drilling  activity. 

The  violent  swing  in  commodity  prices  from 
all-time  highs  in  the  summer  to  four-year  lows 
in  December  is  a powerful  reminder  that  booms 
in  commodities  can  quickly  evaporate.  The 
decline  in  oil  prices  resulted  in  the  cancellation 


“AEDA’s  role  is  more  critical  now  than  at  any 
time  during  its  history.  ” 


The  province’s  other  leading  economic  sectors 
also  felt  the  sting  of  the  downturn  as  trade 
evaporated  almost  overnight. 

These  tough  times  will  pass  ■ — economies 
boom,  then  bust,  then  boom  again  — but  what 
lessons  will  we  learn,  and  how  can  we  lessen 
the  effects  of  yet-to-come  downturns  and 
prepare  for  future  growth? 

AEDA’s  role  is  more  critical  now  than  at  any  time 
during  its  history.  The  excellent  and  timely  work 
completed  by  the  Authority  shines  a light  on  the 
essential  pathways  we  can  take  to  rebuild  our 
province’s  economy,  to  make  it  more  diversified 
and  to  increase  its  competitiveness. 

The  interconnectedness  of  our  global  economy 
is  illustrated  now  like  never  before.  AEDA’s 
mission  of  providing  strategic  and  policy  advice 
to  the  Premier  and  Cabinet  will  ensure  Alberta 
continues  to  attract  investment  dollars  from 
around  the  world.  It  will  also  help  the  province 
remain  a powerful  force  on  the  world  economic 
stage.  At  the  end  of  the  day,  Albertans  will 
strive  to  preserve  the  wealth  generated  over 
many  decades  and  for  many  more  to  come. 


2 


Message  from  the 
Incoming  Chair 


The  Road  Ahead 


While  these  are  challenging  times  that  affect  all 
Albertans,  there  is  a sense  of  optimism. 

Alberta’s  human  potential  and  natural  capital 
are  unrivalled.  Our  exceptional  network  of 
colleges,  technical  schools  and  universities 
produces  graduates  that  are  well-positioned 
to  thrive  in  our  constantly-shifting  global 
economy.  Our  natural  endowment  of  farm, 
forestry  and  energy  resources  are  the  envy  of 
the  world.  And  the  province’s  leadership  on 
economic  matters  such  as  taxes  and  investment 
has  augmented  our  natural  and  human 
resources  to  create  an  economy  that  will  be  able 
to  weather  better  than  most  the  seismic  shifts 
occurring  in  the  global  financial  system. 

It  is  often  hard  to  look  beyond  the  immediate 
present  when  conditions  seem  so  dire.  But  that 
forward  vision  is  what  we  must  not  lose  sight 
of.  In  fact,  it  is  something  we  must  champion. 

The  strategic  advice  provided  by  AEDA 
— and  that  forward-looking  vision  it  will 
continue  to  offer  — provides  a blueprint  on 
how  to  maintain  and  build  a sustainable  and 
prosperous  future. 

The  blueprint  includes: 

• reduce  and  speed  up  the  regulatory  burden 
on  implementation  for  new  capital  projects 
and  expansion  of  existing  projects; 

• improving  productivity  so  that  Alberta 
businesses  can  maintain  or  increase  output; 

• raising  the  overall  competitiveness  of  all  the 
province’s  industries  so  they  can  compete 
fairly  and  profitably  on  the  world  stage; 


“The  strategic  advice  provided  by  AEDA  — and 
that  forward-looking  vision  it  will  continue  to 
offer  — provides  a blueprint  on  how  to  maintain 
and  build  a sustainable  and  prosperous  future.” 


• moving  towards  greater  sustainable 
development  of  the  province’s  resources  — 
from  our  forests,  to  our  water,  to  our  energy 
resources,  and  especially  the  oilsands; 

• achieving  regulatory  clarity  on 
environmental  issues,  such  as  water,  and 
particularly  on  greenhouse  gas  emissions, 
where  there  is  a difference  between  federal 
and  provincial  regulations; 

• incorporating  enhanced  oil  recovery  in  the 
early  stages  of  carbon  capture  and  storage 
(CCS)  development,  using  the  revenue 
generated  from  enhanced  recovery  to  offset 
the  costs  of  CCS  projects; 

• strategic  spending  on  the  province’s 
infrastructure,  including  electricity 
transmission,  highways  and  roads,  and 
east-west  pipelines; 

• development  of  provincial-wide 
transportation  and  utility  corridors; 

• continue  to  study  advantages  of  high  speed  rail 

• investing  in  our  education  system,  with 
the  aim  of  building  a knowledgeable  and 
talented  labour  pool;  and, 

• developing  an  overall  and  integrated  strategy 
for  managing  Alberta’s  future  opportunities 
and  challenges. 

The  road  ahead  inevitably  will  bring  many 

challenges,  but  using  the  blueprint  will  help  us 

build  new  economic  opportunities  that  allow 

Alberta  to  prosper  for  generations  to  come. 
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AEDA  had  six  standing  committees  that  focus  on  the  primary  economic  challenges  facing  Alberta. 


Business  Competitiveness  and  Diversification 

Mandate:  Improve  the  competitiveness  and 
investment  climate  in  Alberta  for  higher 
value-added  industries,  as  well  as  a more 
diversified  and  robust  economy. 

AEDA’s  2008  Committee  Activity:  The 

committee  provided  input  to  the  technology 
commercialization  action  plan,  called  Bringing 
Technology  to  Market,  which  was  unveiled  by 
the  Alberta  government  in  June  2008. 

Energy  Resource 

Mandate:  Ensure  Alberta’s  energy  resources  are 
managed  for  sustainable  growth. 

AEDA’s  2008  Committee  Activity:  The 

committee  completed  a major  report  on  the 
significant  economic  and  environmental  impact 
of  enhanced  oil  recovery  (EOR)  through  carbon 
capture  and  storage  (CCS). 


Human  Resources 

Mandate:  Recommend  strategies  to  manage 
and  develop  the  human  resources  essential  to 
Alberta’s  future  growth  and  prosperity. 

AEDA’s  2008  Committee  Activity:  The 

committee  delivered  a report  on  productivity  to 
government  in  May,  entitled  A More  Productive 
Alberta:  Our  Key  to  Future  Economic  Growth. 

It  also  supported  and  endorsed  the  concept 
of  an  independent,  non-profit  organization  — 
Productivity  Alberta  — that  is  currently  being 
considered  by  government. 

The  committee  will  continue  to  take  steps  to 
ensure  Alberta  has  the  workforce  necessary 
for  future  economic  growth  and  will  be 
contributing  to  the  new  and  strategic  Alberta’s 
Human  Capital  Plan,  developed  as  part  of  the 
Building  and  Educating  Tomorrow’s  Workforce. 


Rural  and  Regional  Development 

Mandate:  Support  the  development  and 
activities  of  regional  partnerships  and  alliances 
within  Alberta. 


Transportation 

Mandate:  Ensure  Alberta’s  access  to  domestic 
and  global  markets  through  efficient  and 
effective  transportation  and  distribution. 


AEDA’s  2008  Committee  Activity:  In  August, 
the  committee  submitted  to  government  its 
report,  Rural  Connectivity  in  Alberta:  Recom- 
mendations to  the  Government  of  Alberta. 

The  government  announced  in  November  the 
Rural  Connections:  Community  Rroadband 
Infrastructure  Pilot  Program,  which  is 
designed  to  help  economically-vulnerable  rural 
communities  adapt  to  change  by  investing  in 
their  future. 

In  addition,  the  committee  contributed  to  the 
development  of  a long-term  vision  for  the 
Regional  Economic  Development  Alliance, 
which  resulted  in  identifying  some  of  the 
emerging  themes  in  regional  economic 
development. 


Sustainable  Development 

Mandate:  Support  the  capacity  of  Alberta’s 
natural  capital  to  sustain  the  province’s 
economic  performance. 

AEDA’s  2008  Committee  Activity:  The 

committee  undertook  a study  of  water  issues 
in  2008,  producing  a scoping  document  for 
government  on  the  issues  facing  Alberta  across 
the  major  water  basins.  The  document  also 
provided  recommendations  that  will  minimize 
economic  impacts  from  these  current  issues. 


AEDA’s  2008  Committee  Activity:  The 

committee  continued  to  work  with  regional 
partners  and  other  committees  across  the 
province  on  transportation  issues. 

The  committee  worked  with  Alberta  Energy  and 
Alberta  Transportation  to  provide  input  into  the 
Transportation  and  Utility  corridors  study  to 
ensure  support  of  the  Regional  Growth  Strategy. 
It  also  provided  input  on  the  regional  commuter 
rail  study  for  Calgary. 
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Alberta  is  not  immune  to  the  financial  crisis  that  hit  in  the  fall  of  2008,  but  it  is  in  a stronger  fiscal 
position  than  most  jurisdictions  to  weather  its  effects. 


The  province  has  no  accumulated  provincial 
debt.  In  addition,  the  government  has  about  $14 
billion  set  aside  in  the  Sustainability  Fund  and 
Capital  Account  to  cushion  the  province  from 
losses  in  revenue  and  to  support  announced 
capital  projects.  As  of  the  2008  third  quarter, 
Alberta’s  Heritage  Fund  was  valued  at  $14.5 
billion. 

The  Alberta  government  is  forecasting  the 
province’s  economy  will  contract  in  2009  as  a 
result  of  low  commodity  prices  and  continued 
global  economic  volatility.  After  years  of  robust 
economic  growth,  the  provincial  economy 
is  forecast  to  contract  by  2%,  resulting  in 
the  loss  of  15,000  jobs  and  a rise  in  Alberta’s 
unemployment  rate  to  5.8%.  The  province’s 
economic  performance  is  expected  to  improve 
in  2010  as  the  global  economy  recovers. 

Highlights  of  Alberta’s  economic  performance 
in  2008  included: 

• investment  reached  $87  billion,  up  from 
$83.9  billion  in  2007; 

• Alberta  recorded  the  highest  employment 
growth  (2.8%)  and  the  lowest  unemployment 
rate  (3.6%)  among  the  Canadian  provinces; 

• total  exports  of  goods  and  services  were 
valued  at  $117.6  billion; 

• The  province’s  economic  growth  slowed  to 
an  estimated  1.5%  in  2008,  due  in  large  part 
to  a sharp  correction  in  the  housing  market 
and  relatively  weak  exports;  and, 

• Gross  domestic  product  (GDP)  of  $258.9 
billion  in  2007  (latest  available  figure) 


Energy  Sector 

Oil  prices  surpassed  $100  (US)  a barrel  in 
January  2008,  the  first  of  many  price  milestones 
to  be  passed  in  the  course  of  the  year.  In  July,  oil 
peaked  at  $147.27  a barrel  — an  all-time  high 
— but  a drop  in  demand  caused  prices  to  fall 
below  $35  a barrel  at  the  end  of  2008. 

Companies  invested  almost  $20  billion  in 
oilsands-related  projects  in  2008,  more  than 
triple  their  investment  in  2004.  However, 
the  slide  in  oil  prices  led  to  the  deferral  or 
cancellation  of  several  oilsands  projects.  Most 
notably,  many  of  the  bitumen  upgrader  projects 
slated  for  the  Industrial  Heartland  area  northeast 
of  Edmonton  were  put  on  hold  or  cancelled. 

Natural  gas  prices  rose  during  the  first  half  of 
2008  to  a high  of  $10.61  a gigajoule  in  June.  This 
recovery  helped  to  strengthen  drilling  activity 
until  late  fall.  At  the  end  of  the  year,  spot  gas  at 
the  AECO  storage  hub  in  southeastern  Alberta 
averaged  about  $6  a gigajoule. 

The  sharp  drop  in  energy  prices  and  tight  credit 
conditions  resulted  in  major  energy  companies 
announcing  plans  to  slash  capital  spending  in 
2009.  Conventional  drilling  activity  dropped 
off  sharply  in  December.  In  January  2009,  the 
average  number  of  rigs  drilling  was  down  close 
to  25%  from  the  previous  year. 
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Economic  diversity 

Alberta’s  economy  continues  to  diversify. 
Energy’s  contribution  to  the  GDP  in  2007  (latest 
available  figure)  declined  to  27.2%  from  28.1% 
the  prior  year  and  36.1%  in  1985. 

The  three  non-energy  sectors  with  the  next 
highest  contributions  to  the  GDP  in  2007  were: 
finance  and  real  estate  (13.8%),  construction 
(9%),  and  retail  and  wholesale  (9%).  The 
combined  contribution  of  these  three  sectors 
expanded  to  31.8%  in  2007  from  25.8%  in 
1985. 


Investment 

The  allocation  of  investment  capital,  both 
internationally  and  domestically,  is  increasingly 
acknowledged  as  a leading  contributor  to  a 
jurisdiction’s  economic  success  or  failure 

The  Fraser  Institute’s  Canadian  Provincial 
Investment  Climate  2008  Report  rates  the 
Canadian  provinces  based  on  a Provincial 
Investment  Climate  Index.  Alberta  ranked  first 
and  was  clearly  Canada’s  top  province. 

The  province  received  the  highest  score  in  the 
areas  of  corporate  income  tax,  fiscal  prudence, 
personal  income  tax,  corporate  capital  tax  and 
labour  market  regulation. 


- - 

Economic  Diversity:  2007  - Percentage  Distribution  of  GDP 

Total  GDP:  $258.9  Billion 


Construction  9.0% 


Agriculture  1.9% 
Health  4.0% 
Education  3.5% 
Public  Administration  3.1% 


Energy  28.1% 


Manufacturing  8.2% 


Transportation  and  Utilities  6.4% 


Business  and  Commercial  Services 
8.6% 

Finance  and  Real  Estate  13.8% 


Retail  and  Wholesale  Consumer 
9.0% 


Tourism  and  Consumer  Services 
5.1% 


Source:  Alberta  Finance 


Productivity  in  Alberta 

To  ensure  that  Alberta  remains  the  best  place  in 
North  America  to  live,  work  and  do  business, 
the  Human  Resources  Committee  of  AEDA 
continued  to  study  initiatives  during  2008  that 
will  boost  productivity. 

Improving  productivity  will  help  Alberta 
business  maintain  or  increase  output;  it  will 
also  be  a major  factor  contributing  to  the 
province’s  economic  success. 

Productivity  growth  is  a key  indicator  of  the 
health  of  an  economy  and  is  directly  related 
to  the  quality  of  life.  It  is  estimated  that  every 
one  per  cent  increase  in  productivity  growth 
reduces  the  need  for  workers  by  about  20,000 
per  year.  A one  per  cent  productivity  growth 
also  will  lead  to  a doubling  of  living  standards 
in  the  next  70  years. 

In  April,  the  Human  Resources  Committee 
released  A More  Productive  Alberta:  Our  Key  to 
Future  Economic  Growth.  The  report  calls  for 
Alberta  to  become  a leader  in  innovation  and 
productivity. 

To  increase  productivity,  the  report  says  Alberta 
must  create  a culture  of  innovation.  Investment 
and  human  capital  are  additional  productivity 
drivers. 

The  report  recommendations  included: 

• Supporting  the  concept  of  an  independent 
non-profit  organization  such  as  Productivity 
Alberta 


• Encourage  training  and  programs  at  the 
post-secondary  level  to  better  align  with 
industry  needs  — specific  to  productivity 
improvement.  At  the  same  time,  Alberta 
companies  should  develop  operational 
leaders  and  productivity-based  leadership 
models.  Tax-based  incentives  may  encourage 
companies  to  invest  in  more  training. 

• Stimulate  investment  in  machinery  and 
equipment,  as  well  as  information  and 
communications  technology.  Reducing 
industry  costs  and  improving  processes 
represent  a key  source  of  productivity  growth. 

• Implement  a provincial  R&D  tax  credit  that 
would  encourage  more  applied  process, 
product  and  technology  development  and 
commercialization  in  Alberta. 

Value-Added  and  Technology  Commercialization 

For  several  years,  AEDA  has  consulted  with  the 
financial  and  technology  sectors,  the  provincial 
government  and  other  stakeholders  on  the 
subject  of  adding  high-value,  technologically- 
advanced  industries  to  the  province.  AEDA 
has  produced  a number  of  recommendations 
over  the  years  and  we  were  pleased  to  see  the 
provincial  government  take  strong  steps  in  2008 
to  achieve  this  vision. 

The  Value-Added  and  Technology  Commer- 
cialization (VATC)  Task  Force  was  established 
in  March  2007  as  a key  action  by  Premier  Ed 
Stelmach  to  build  a stronger  Alberta.  Mr.  David 
Martin,  a member  of  AEDA’s  Business  Competi- 
tiveness and  Diversification  Committee,  chaired 
the  task  force  at  the  request  of  the  Premier. 
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Key  Activities  in  2008 


Three  primary  recommendations  of  the  task 
force  were: 

• build  an  effective  capital  market; 

• assist  growth  of  innovative  firms;  and, 

• encourage  and  reward  entrepreneurship. 

These  recommendations  echo  past  ones  put 
forward  by  AEDA  and  the  Alberta  Science  and 
Research  Authority  (ASRA).  In  February  2008, 
Premier  Stelmach  announced  a three-year, 

$1 78-million  plan  to  increase  the  number 
of  new  companies  in  emerging  advanced 
technology  sectors. 

Rural  Connectivity 

Connectivity  to  the  Internet  is  part  of  the  vital 
infrastructure  needed  by  Alberta’s  rural  and 
remote  communities  to  stay  competitive. 

The  provincial  government  invested 
substantial  sums  in  2000  to  build  the  Alberta 
SuperNet,  a high-speed,  high-capacity 
broadband  network.  The  purpose  of  SuperNet 
was  to  create  points  of  presence  through 
the  province  that  would  ensure  private 
Internet  providers  access  to  more  affordable 
bandwidth. 

In  2008,  however,  only  242  communities  in 
Alberta  were  connected  to  broadband  Internet. 
Most  small  communities  (under  1,000  in 
population)  remain  unserved  and  the  majority 


of  Albertans  living  outside  the  immediate 
vicinity  of  a community  are  dependent  on 
satellite  or  other  remote  access  devices. 

Unfortunately,  the  rules,  costs  and  capabilities 
of  smaller  communities  and  entrepreneurs  to 
develop  the  access  ramps  and  feeder  systems  to 
the  SuperNet  remain  as  barriers  to  participation. 

In  August,  AEDA’s  Rural  and  Regional 
Development  Committee  released  Rural 
Connectivity  in  Alberta:  Recommendations  to 
the  Government  of  Alberta. 

AEDA  made  the  following  recommendations  to 
the  province: 

• issue  a policy  that  declares  broadband  as 
an  essential  service,  in  the  same  context  as 
electricity,  natural  gas  and  telephone  service; 

• be  prepared  to  offer  assistance  to  rural 
and  remote  locations  to  help  them  achieve 
connectivity  and,  where  connectivity  is 
available  through  SuperNet,  to  develop 
strategies  that  enhance  the  economic 
development  of  the  area,  increase  business 
and  municipal  connectivity,  and  attract  more 
business  customers  to  the  service;  and, 

• allow  municipalities  to  determine  which  is 
the  best  cost/benefit  scenario  for  their  own 
location. 
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Alberta’s  quality  of  life  depends  on  having  a healthy  and  sustainable  water  supply  for  the  natural 
environment,  for  our  communities  and  for  our  economic  well-being. 


Every  industry  sector  in  the  province  diverts 
and  consumes  varying  amounts  of  surface 
water  or  groundwater  from  different  sources 
and  for  several  purposes,  and  returns  different 
amounts  of  this  water  in  various  forms  to  a 
multitude  of  environments.  This  environmental 
and  economic  diversity  has  an  environmental 
impact,  but  also  presents  an  economic 
opportunity. 

In  December,  AEDA’s  Sustainable  Development 
Committee  released  Sustainable  Water 
Management  and  Economic  Development  in 
Alberta.  The  study  identifies,  examines  and 
compares  the  current  status  of  water  charac- 
teristics, markets  and  issues  facing  each  of 
Alberta’s  major  water  basins,  and  how  these  are 
affecting  sustainable  economic  development. 

Specifically,  the  study: 

• reviews  the  province’s  water  regulatory 
framework,  including  Alberta’s  system  of 
water  allocation  and  management,  permits, 
licensing,  market  mechanisms,  water 
governance  and  building  codes; 

• examines  Alberta’s  water  regulatory 
framework  in  the  context  of  industrial 
operations  and  irrigation  districts,  as  well  as 
residential  and  commercial  applications; 

• provides  a comparative  analysis  of  Alberta’s 
major  river  basins; 

• identifies  issues,  attitudes,  concerns, 
technologies,  opportunities,  rules  and 
barriers  to  change; 

• develops  recommendations  for  change;  and, 

• proposes  a plan  of  action. 


In  its  recommendations  to  government,  the 
committee  said  policy  solutions  need  to  be 
developed  and  implemented  on  a region-by- 
region  basis. 

New  policies  and  regulations  around  water 
management  and  land  use  also  must  be  clarified 
for  industry  to  continue  to  invest  and  grow  in 
Alberta.  The  policy  changes  that  have  been 
announced  as  part  of  the  Water  for  Life  strategy 
and  the  Land  Use  Framework  quickly  need  to 
be  reflected  in  the  regulatory  system  to  avoid 
confusion  and  uncertainty  on  the  part  of  project 
developers  and  operators. 

In  addition,  the  report  lists  a number  of 
specific  recommendations  for  each  of  the  major 
river  basin  regions  in  Alberta  - — from  better 
monitoring  and  reporting  of  wrnter  use  by  private 
irrigators  in  the  Red  Deer  Region  to  the  testing 
of  alternative  technologies  for  reducing  water 
consumption  by  oilsands  operators  in  the  Lower 
Athabasca  Region. 


Carbon  capture  and  storage  (CCS)  is  a process  by  which  carbon  dioxide  (CO2)  — a greenhouse  gas  — is 
collected,  compressed  and  then  injected  deep  underground  instead  of  being  released  into  the  atmosphere. 
The  technology  holds  a lot  of  promise  to  reduce  Alberta’s  greenhouse  gas  (GHG)  emissions. 


The  Alberta  government  has  taken  an 
environmental  lead  by  announcing  a $2  billion 
Carbon  Capture  and  Storage  fund,  to  enable 
further  commercialization  and  implementation 
of  this  technology. 

Depleted  oil  and  gas  reservoirs  are  currently 
the  most  practical  place  to  store  large 
volumes  of  carbon.  Pumping  CO2  into  an  oil 
reservoir  can  boost  that  reservoirs  production 
by  pushing  some  of  the  oil  that  has  been 
left  behind  toward  producing  wells.  This 
increases  recovery  rates  while  at  the  same  time 
sequestering  carbon. 

This  method  of  enhanced  oil  recovery  (EOR)  can 
mitigate  some  of  the  impending  carbon  costs  to 
industry  and  provide  an  economic  return  to  the 
province,  through  more  royalties  on  barrels  that 
would  otherwise  stay  in  the  ground. 

AEDA’s  Energy  Committee  believes  EOR  is  a 
building  block  to  help  the  province  achieve 
its  CCS  vision.  In  2008,  the  Committee 
completed  Enhanced  Oil  Recovery  Through 
Carbon  Capture  and  Storage:  An  Opportunity 
for  Alberta. 

It  is  estimated  that  pairing  CCS  with  EOR 
could  store  20  to  30  million  tonnes  per  year 
of  CO2,  which  is  the  equivalent  of  removing  5 
to  7.5  million  cars  from  the  road  in  every  year 
of  peak  operation.  At  the  same  time,  CO2-EOR 
could  produce  an  additional  1.5  to  2.5  billion 
barrels  of  oil,  providing  a significant  increase 
in  Alberta’s  conventional  oil  reserves. 


Key  recommendations  included: 

• Ensure  maximum  incorporation  of  EOR  in 
the  early  stages  of  CCS  development; 

- Review  regulatory  framework  for  energy 
and  environmental  regulations  to 
implement  CCS  ensuring  that: 

- amendments  are  expedited  to  clarify 
unresolved  issues. 

- regulations  are  amended  to  allow  vast 
reserves  of  remaining  oil  in  place  to  be 
recovered  using  EOR. 

- the  resources  are  in  place  to  review  and 
approve  projects  that  can  adapt  and  use 
existing  facility  infrastructure  on  a timely 
basis; 

• Address  the  issue  of  credit  ownership  for  all 
components  of  CCS,  so  that  each  phase  of 
CCS  — capture,  transportation  and  storage/ 
sequestration  — is  entitled  to  a pro-rata 
share  of  the  carbon  credits/offsets  that  are 
generated,  unless  the  parties  have  contracted 
otherwise; 

• Appoint  a CCS  Secretariat,  who  would 
identify  government  departments  and 
agencies  to  be  involved  in  EOR-CCS  projects, 
as  well  as  assign  individuals  to  act  as  liaisons 
between  departments  and  agencies  to  identify 
bottlenecks  and  expedite  processes;  and, 

• The  province  should  set  out  its  position 
and  strategy  for  harmonization  with  the 
federal  regulations,  which  will  require  CCS 
in  all  new  oilsands  and  coal-fired  electrical 
generation  facilities. 
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The  Forest  Industry  Sustainability  Committee 
(FISC)  was  initiated  in  2007  by  the  Department 
of  Sustainable  Resource  Development  and  is 
comprised  of  government  officials  and  private 
industry.  Its  goal  is  to  find  viable,  long-term 
solutions  to  the  economic  hardships  facing  the 
forest  sector,  forestry-dependent  communities 
and  people  who  work  in  the  industry. 


In  June  2008,  the  Honourable  Ted  Morton, 
Minister  of  Sustainable  Resource  Development, 
wrote  to  AEDA  and  asked  for  its  assistance  in 
championing  these  two  recommendations.  After 
a meeting  of  AEDA’s  Executive  Committee, 
an  internal  ad  hoc  committee  was  struck  of 
AEDA  Board  members  to  deal  with  the  first 
recommendation. 


Recommendations  for  Immediate  Consideration, 
an  interim  report  completed  by  the  FISC  in 
December  2007,  was  made  available  in  2008. 
The  report  offered  recommendations  on  how 
to  improve  the  competitiveness  of  Alberta’s 
forestry  industry. 

The  first  recommendation  of  the  report  was  that 
the  Alberta  government  should  immediately 
undertake  a comprehensive  review  of 
Alberta’s  competitiveness  and  take  appropriate 
actions  to  ensure  equitable  tax  treatment,  a 
competitive  business  climate  and  elimination 
of  disincentives  to  investing  new  capital.  The 
FISC  suggested  this  review  should  embrace  all 
industries  and  be  led  by  AEDA. 

The  committee  also  recommended  the 
government  should  establish  a comprehensive 
system  to  ensure  that  all  administrative  and 
management  actions  are  cost  accountable. 

All  departments  must  be  accountable.  Policy 
decision  making  should  be  informed  by  an 
impact  assessment  addressing  productivity, 
competitiveness,  impact  on  assets  and  other 
pertinent  factors  for  all  industrial  sectors. 


The  ad  hoc  committee  members  represented 
a cross-section  of  industry.  The  committee 
was  supported  by  direct  staff  from  AEDA, 
the  ministries  of  Finance  and  Enterprise, 
Sustainable  Resource  Development,  Agriculture 
and  Rural  Development,  and  with  information 
from  Municipal  Affairs  and  Energy,  thus 
establishing  a cross-ministry  team  to  deal  with 
the  competitive  issues  facing  the  province. 

The  process  involved  developing  a 
questionnaire  circulated  to  AEDA  Board 
members  for  them  to  identify  the  issues  and 
factors  that  affect  Alberta  competitiveness.  The 
top  four  factors  identified  were: 

• municipal  tax  issues; 

• workforce  development; 

• transportation;  and, 

• electricity. 

The  ad  hoc  committee  formed  sub-committees 
to  tackle  each  of  the  factors.  Research  involved 
interviewing  key  experts  in  each  of  the  areas, 
discussing  with  industry  executives  and 
examining  secondary  research  sources. 
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The  report  found  Alberta’s  competitive 

ranking  has  diminished  in  recent  years 

and  the  trend  indicates  loss  in  competitive 

strength. 

Key  recommendations  included: 

• the  Alberta  government  must  set  a clear 
and  defined  policy  target  to  position  the 
province  as  having  competitive  electricity 
rates; 

• the  government  must  take  an  active  role 
in  defining  timelines  and  costs  associated 
with  reviewing,  approving  and  building 
transmission  lines; 

• the  provincial  government  should  work 
with  municipalities  to  ensure  capital 
intensive  manufacturing  and  processing 
plants  do  not  experience  above  average 
property  tax  increases  during  economic 
downturns; 

• the  government  should  review  the 
Trade,  Investment  and  Labour  Mobility 
Agreement  (TILMA),  identifying  areas  were 
implementation  has  been  delayed,  and  seek 
to  accelerate  the  overall  implementation 
process;  and, 

• Alberta’s  secondary  and  post-secondary 
institutions  should  offer  courses  required 
for  Alberta’s  growing  warehousing  and 
logistics  sector. 

• Alberta’s  secondary  and  post-secondary 
institutions  should  offer  courses  required 
for  Alberta’s  growing  warehousing  and 
logistics  sector; 

• continue  programs  and  expand  efforts  to 
recruit  truck  drivers  from  out  of  province; 


Strategic  Planning  for  AEDA 

AEDA  hosted  a one-day  strategic  planning 
workshop  in  October.  Participants  reviewed 
and  discussed  AEDA’s  vision  and  values, 
current  issues  that  need  to  be  addressed  and  the 
opportunities  those  present  for  the  Authority. 

Some  of  the  key  findings  include: 

• AEDA  needs  clearly  articulated  vision  and 
mission  statements  to  provide  both  internal 
guidance  and  public  recognition  of  what 
AEDA  is  about. 

• In  the  current  government  of  Alberta 
structure,  within  the  clear  future  threats  and 
opportunities  to  Alberta,  AEDA  has  an  even 
more  critical  role  to  play  as  both  a strategic 
voice  and  as  a policy  advisor,  and  it  needs  to 
communicate  this  better  to  the  client. 

• AEDA  should  continue  to  be  “pre-active”  in 
identifying  and  addressing  critical  issues, 
challenges  and  opportunities  for  Alberta. 

• An  active  and  structured  membership  is 
critical  for  AEDA’s  success  and  ability  to 
deliver  its  mission  and  value. 

• Stakeholders  and  partners  should  be  more 
involved  with  AEDA’s  initiatives  through 
collaboration  and  communication. 

As  AEDA  looks  at  the  driving  issues  facing  the 
province,  it  believes  it  can  play  a critical  role 
in  providing  strategic  advice  to  the  Premier  and 
Cabinet. 
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AEDA  was  once  again  a major  sponsor  of  the 
Global  Business  Forum,  which  took  place  at 
The  Fairmont  Banff  Springs  on  September 
18-19.  An  annual  international  conference 
committed  to  improving  business 
competitiveness  throughout  the  world,  the 
theme  of  Welcome  to  the  New  Economy  — 
Where  the  Rubber  Hits  the  Road  provided  a 
unique  perspective  on  business  today. 

Recognizing  that  the  new  economy  will  present 
major  challenges,  the  program  addressed  topics 
that  were  global  in  nature,  and  created  an 
intersection  of  national  security  issues,  global 
energy  supply,  environment,  politics  and  the 
global  economy.  The  issues  were  examined 
together,  which  provided  participants  with 
a deeper  understanding  of  what  our  global 
economic  future  is  — a place  where  vision, 
innovation  and  analytical  thought  truly  allow 
the  rubber  to  hit  the  road. 


Presenters  included: 

• General  James  L.  Jones,  USMC  (Ret.), 
President  and  Chief  Executive  Officer, 
Institute  for  21st  Century  Energy,  U.S. 
Chamber  of  Commerce  (Washington,  D.C.) 

• Mr.  Jeff  Rubin,  Chief  Economist  and  Chief 
Strategist,  CIBC  World  Markets  Inc.  (Ontario) 

• Mr.  James  Bond,  Chief  Operating  Officer, 
Multilateral  Investment  Guarantee  Agency 
(MIGA),  World  Bank  (Washington,  D.C.) 

• Mr.  Jeff  Wacker,  EDS  Futurist,  Fellow,  and 
Director  of  Global  Strategy,  EDS  (Texas) 

• Ms.  Jennifer  Griffin,  National  Security 
Correspondent,  FOX  News  (Washington, 
D.C.) 

• The  Honourable  Ed  Stelmach,  Premier  of 
Alberta 

• Dr.  Daniel  Yergin,  Chairman,  Cambridge 
Energy  Research  Associates  (Washington, 
D.C.) 

• Mr.  Richard  Mukhtar,  International  Asset 
Manager,  TAQA  New  World,  Inc.  (Michigan) 

• Mr.  David  Frum,  Resident  Fellow,  American 
Enterprise  Institute  (Washington,  D.C.) 

• Mr.  Walt  Patterson,  Associate  Fellow,  Energy, 
Environment  and  Development  Programme, 
Chatham  House  (United  Kingdom) 

• Dr.  Charles  F.  Doran,  Andrew  W.  Mellon 
Professor  of  International  Relations,  Johns 
Hopkins  University  (Washington,  D.C.) 

• The  Honourable  Brad  Wall,  Premier  of 
Saskatchewan 
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Excelling  During  Global  Uncertainty 

The  current  economic  downtown  illustrates 
the  connectedness  of  the  world’s  economy  and 
financial  systems.  As  such,  Alberta  must  do 
everything  it  can  to  bolster  the  ability  of  the 
province’s  companies  to  succeed  on  the  world 
stage. 

Developing  a strong,  diversified  economy  will 
require  businesses  to  increase  their 
competitiveness  and  boost  productivity. 

The  government  can  aid  business  by 
continuing  to  invest  in  the  province’s 
infrastructure  (transportation  and  transmission) 
and  education  system.  It  can  also  develop 
an  integrated  strategy  for  managing  Alberta’s 
future  opportunities  and  challenges. 

Oil  and  gas  development  will  remain  integral 
to  the  province’s  success,  and  Alberta  can  build 
on  its  strengths  in  agriculture,  tourism  and 
other  sectors.  But  our  future  economic  strength 
will  also  be  enhanced  by  turning  ideas  and 
innovations  into  commercial  products,  as  well 
as  adding  value  to  products  here  in  Alberta. 

Alberta  must  commit  to  producing  our  natural 
resources  in  the  most  sustainable  way  possible. 

In  highly  regulated  industries  new  policies 
and  regulations  should  not  be  implemented 
without  consideration  to  costs  and  impacts. 
Moreover,  the  regulatory  process  must  become 
more  streamlined  and  efficient  to  increase 
our  competitive  advantage  vis-a-vis  other 
jurisdictions. 


‘AEDA  believes  the  current  economic  conditions 
rovide  a renewed  opportunity  for  the 
uthority  to  play  a critical  role  in  identifying 
barriers  to  economic  growth  and  offering 
effective  solutions  to  the  Premier  and  Cabinet” 


The  world  is  looking,  in  particular,  at  how  the 
province  is  developing  its  oilsands  resource. 

The  use  of  technology  such  as  carbon  capture 
and  storage  (CCS)  will  help  oilsands  operators 
offset  some  of  their  emissions.  In  2008,  AEDA 
submitted  to  government  a document  that 
outlines  how  combining  enhanced  oil  recovery 
with  CCS  could  help  mitigate  costs  and  lead  to 
quicker  adoption  of  the  technology. 

AEDA  believes  the  current  economic  conditions 
provide  a renewed  opportunity  for  the 
Authority  to  play  a critical  role  in  identifying 
barriers  to  economic  growth  and  offering 
effective  solutions  to  the  Premier  and  Cabinet. 

At  the  Global  Business  Forum  in  2008,  Premier 
Ed  Stelmach  noted  this  generation  of  Albertans 
has  a unique  opportunity  to  build  a strong  and 
stable  future  for  our  province. 

“And  that’s  an  opportunity  we’re  going  to 
seize,”  Stelmach  said. 

The  Authority  is  excited  to  help  the  province 
seize  that  opportunity,  and  to  continue  its 
partnership  with  government  by  delivering  timely 
and  forward-looking  strategic  advice  that  leads  to 
new  opportunities  for  Alberta’s  next  generation. 
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